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ACCOUNTING FOR DEPARTMENT STORES AND SPECIALTY STORES 

A Review By Kenneth W. Stringer 

STANDARD EXPENSE ACCOUNTING 
MANUAL, Controllers Congress-NRDGA, 
New York, L948-$12.50. 

Published by the Concrolle1·s' Congress­
National Rernil Dry Goods Association, the 
standard expense accounting manual has 
been widely accepted for over 25 years. The 
purpose of the Manual is to provide a 
basis for reliable comparison and interpre­
tation of operating data through uniform 
classification of accounts. 

The two basic methods of classification 
provided are by nature of expense and by 
function. Fourteen natural divisions are pro­
vided in the following order: Payroll, 
Rentals, Advertising, Taxes, Interest, Sup­
plies, Se1·vice Purchased, Unclassified, 
Traveling, Communications, Repairs, Insur­
ance, Depreciation, and Professional Ser­
vices. The five functional groups are: Ad­
ministrative, Occupancy, Publicity, Buying, 
and Selling. 

Charts of accounts and explanation of the 
items lO be charged to each account are in­
cluded. Flexibilil)' of accounts is added by 
providing progressively expanding classifi­
cations for small, medium, and large stores 
with two intermediate classifications between 
each. An added feature of value for day to 
day use is a 45 page alphabetical index of 
typical expense items showing the account 
to be charged for each. 

The Manual includes a suggested form for 
operating statements to reflect overall store 
operations. This form is a comparative state­
ment showing operations for the month and 
season to date, this year and last year, in 
amounts and percent of net sales. The com­
parison by six-month seasons instead of by 
years reflects the seasonal aspect of the 
trade. 

Two plans for preparation of departmental 
operating statements are presented with a 
discussion of the merits of each. The two 
plans are described as the Net Profit Plan 
and the Contribution Plan, and differ only 
as to the presentation of indirect expenses. 
Under the Net Profit Plan the direct and 
prorated indirect expenses of each selling 
department are combined to show total de­
partmental expense and net profit. Under 
the Contribution Plan the direct expense of 
each selling department is deducted from the 
gross margin to show the department's 
".contribution" to the store's overall opera-
11ons. An alternate plan is offered which 
combines both of the other plans by showing 
for each department the gross margin, di­
rect expenses, departmental contribution, 

prorated indirect expenses, and operating 
profit or loss. le appears that the alternate 
plan is the most informative and should re­
solve all arguments as to the relative merits 
of either of rhe separate plans. 

One section of the Manual is devoted to 
the distribution of indirect expenses to the 
selling departments. The use of departmental 
sales as the basis for distributing all indirect 
�xpenses is criticized as being arbitrary and 
rnaccurate. Instead it is recommended that 
each expense account or related group of 
accounts be considered separately and a dis­
tribution basis established which bears def­
inite relation to the incidence of the ex­
pense. Suggested bases appropriate for each 
class of expense are included. 

The Manual recommends that the distri­
bution of indirect expenses be made on a 
memorandum or work sheet basis only and 
that the basic classification by natural divi­
sions and functional groups be maintained 
intact in the accounts. It is further sug­
gested that this distribution be made semi­
annually rather than monthly, thus prevent­
ing the detail work from becoming pro­
hibitive. A thorough distribution semi-ann­
ually is considered of more value than 
arbitrary distributions monthly. 

The Manual reflects the composite exper­
ience of department and specialty store ac­
countants over a long period of years and 
should provide useful reference material for 
Society members having problems in this 
field. 

RESEARCH RESULTS AT HARVARD 

Four books published by the Division of 
Research of the Harvard Business School 
should be of particular interest to account­
ants. They are: 

L. COMPANY ANNUAL REPORTS TO
STOCKHOLDERS, EMPLOYEES A ND 
THE PUBLIC, by Thomas H. Sanders. 
($3.75) 

2. THE MANAGEMENT OF MARKET­
ING COSTS, by James W. Culliton. ($2.50) 

3. THE EHECT OF FEDERAL TAXES 
ON GROWING ENTERPRISES, by ]. 
Keith Butters and John Lintner. ($3.00) 

4. RECORDS FOR THE CONTROL OF
GROWING MANUFACTURING ENTER· 
PRISES, by Paul F. Lawler ($LOO) 

These books may be secured by writing to 
the Division of Researcb, Harvard Business 
School, Soldiers Field, Boston 63, Mass­
achusetts. 
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ACTIVITIES OF MEMBERS 

• GEORGE A. DODSON, Lexingwn, be­
came a partner in the firm of U. G. Briscoe 
& Co., effective April l, 1949. WILLIAM 
J. ACKER withdrew from the partnership 
on March 31, 1949.

• J. BRUCE HAYDEN, St. Louis, Missouri,
has returned to work after an illness of
several months.

• The annual midyear meeting of the Coun­
cil of the American Institute of Accountants 
was held at Grove Park Inn, Asheville, N.
C., May 2-5, 1949. Attending from Kentucky 
were SAM W. ESKEW, member elected 
from Kentucky, and GORDON FORD, mem­
ber ex officio as President of the Kentucky 
Society of Certified Public Accountants. 

NEW SOCIETY MEMBERS 

The following have been admitted co mem­
bership in the Kentucky Society of Certified 
Public Accountants: 

Walter F. Rehler. ...... ...................... Covington 
Marvin L. Churney ............. .............. Louisville 
Milton H. S. Cooper.. ..... ·-•····· ......... Louisville 
George A. Dodson ..... ...................... Lexington 
W. Walter Thorp ... ....... .................. Lexington 
Warren G. Von Hoenn ..................... Louisville 

DELA YEO REPORT 

Space did not permit us to report 111 the 
April issue the date and time of four broad­
casts included in the series recently spon­
sored by the Society. They were as follows: 

Bowling Green, WKCT, March 13, 1949, 
3:00 P.M. 

Middlesboro, YMIK, March 8, 1949, 8 :30 
P.M.

Paducah, WKYB, Mardi 9, L949, 5 :45 P.M. 

Pikeville, WLSI, March 12, L949, 5 :45 P.M. 

The Society appreciates the fine work done 
by members who arranged broadcasts in their 
towns, and is sincerely grateful to the co­
operating stations for the time given. 

SELECTED "DON'TS" 

from the scrapbook of J. B. Brown 

Don't turn in a time report. Your job is 
too important for useless details and you 
will be sure co retain the clienc's good will 
if he never gets a bill. 

Don't use the waste basket or ashtray. 
This is professionally unethical and creates 
a bad impression on the clients. 

Don't fail to bring a new gripe to the 
office every day. This is the best way to dis­
play your mental alertness. 

Don't make a record of expense. Someone 
might discover it and add something on the 
client's bill ... Anyway if you know the 
ropes you can always gee another advance 
without making an accounting. 

Don't fail to be late for your appointments. 
Create a good impression by arriving lace 
with an air of in1portance. 

Don't go on out-of-town work. The client 
might be located in a dry country. Anyway 
you may have pledged your regular attend­
ance to the poker club. 

Don't put work papers in the proper 
place in client's file. \.'v'ork papers are of no 
importance and it is not good sportsmanship 
to allow them to be found without an ex­
tensive search. 

Don't finish any job completely. Be con­
siderate of the other fellow and leave some­
thing for him to do. 

Don't get all of the information required 
while out on the job. It � a friendly gesture 
and always creates a good impression to re­
view the same records numerous times after 
the client thinks you have finished the work. 

Don't fail to discuss everything you are 
doing with those who arc not familiar with 
your assignments. This will enable you to 
spend more time on each job and is always 
educational tO rhe other fellow. 

Don't follow the prior procedure on any 
job. Changes will make your work difficult 
to check and you will have the opportunity 
of explaining the changes you have made. 

Don't lo�e your time preparing for the 
C.P.A. examination. Play politics with a 
member of the Board, or ask your employer 
co lobby for you.

Don't solicit business from any company 
while a competitor is a stockholder, director 
or partner. It is, however, always advant­
ageous to agree to buy stock while negotiat­
ing for the accounting work. 

Don't answer the telephone promptly. The 
operator's time is of no value and the client 
always enjoys a long wait. 






